
































DIRECTORS 


OFFICERS 


Murray Beilenson* 

Eugene Ferkauf Chairman of the Executive Committee and President 

Alvin Blank 

Hilliard J. Coan Chairman of the Board 

Paul Bonynge Jr. 

Vice President, Bankers Trust Company, New York 

Edwin H. Friedman Senior Vice President-Chief Counsel 

Melvin Friedman Senior Vice President-Store Operations 

Hilliard J. Coan 

Joseph H. Lamm Senior Vice President-Finance 

Richard M. Dicke 

Partner, Simpson Thacher & Bartlett 

Norman Rothman Senior Vice President-Home Furnishings 

George Schwartz Senior Vice President-Mercantile 

Eugene Ferkauf 

William Willensky Senior Vice President-Real Estate 

Edwin H. Friedman 

George Yelen Senior Vice President-Employee Relations 

Melvin Friedman 

Leonard Blackman Vice President and Divisional Soft Goods Merchandise Manager 

Stanley R. Grant 

Partner, Carl M. Loeb, Rhoades & Co . 

Leo Cohen Vice President and General Merchandise Manager for Hard Goods 

Alan L. Haberman Vice President and President of Food Division 

Alan L. Haberman 

Eve Nelson Vice President in Charge of Advertising and Sales Promotion 

Joseph H. Lamm 

Harold Roggen Vice President, Assistant Secretary and Assistant Treasurer 

Norman Rothman 

David Thorn Vice President 

Murray Beilenson Secretary 

George Schwartz 

Joseph Zwillenberg Treasurer 

William Willensky 

Louis Rosen Controller, Assistant Secretary and Assistant Treasurer 

George Yelen 

Edwin N. Markowitz Assistant Controller 

Joseph Zwillenberg 

Morris I. Brenner Assistant Secretary 

* Election subject to adoption at 1965 Annual Meeting 
of Shareholders of amendment to Certificate of 
Incorporation permitting more than 15 directors. 

General Counsel Simpson Thacher & Bartlett 

Auditors Eisner & Lubin 

Transfer Agent Bankers Trust Company, New York 

Registrar Franklin National Bank, New York 


Executive Offices: 1180 Avenue of the Americas, New York, N. Y. 10036 






Architect*s rendering on 
front cover is of proposed 
Korvette store-office tower 
in Herald Square, New York 




Fifty-two 
Weeks Ended 
August 1, 

1965(D (2) 

Fifty-three 

Weeks Ended 
August 2 , 
1961UM2) 

MILLIONS 

$800- 

OPERATIONS: 




700 

Net Sales. 

$719,941,168 

$621,623,744 

600 

Earnings before Federal Income Tax 

$ 17,281,989 

$ 

14,979,472 

500 

Net Earnings. 

$ 9,977,989 

$ 

8,549,472< 3 > 


Net Earnings per share of Common 


400 

300 

Stock (After Provision for 
Preferred Dividends) . 

$1.95 
$ 5,683,963 


$1.68(3) 

4,229,142 

200 

100 

Depreciation . 

$ 

FINANCIAL CONDITION: 




0- 

Total Assets . 

$170,317,980 

$141,647,825 

MILLIONS 

Working Capital . 

$ 46,193,720 

$ 

41,909,059 

$20- 

Working Capital Ratio. 

1.67 to 1 


1.80 to 1 

18- 

Inventories . 

$ 86,991,849 

$ 

65,002,801 

Net Property, Equipment and 




16 

Improvements. 

$ 43,517,589 

$ 

35,715,856 

14 

Shareholders’ Equity. 

$ 61,778,003 

$ 

51,755,733 

12 

Common Shares Outstanding. 

5,087,435 


5,055,358 

Preferred Shares Outstanding. 

200,195 


190,976 

10 

ADDITIONAL FACTS: 




8 

6 

Department Stores. 

39 


32 

4 

Supermarkets . 

63 


58 

Number of Employees. 

21,700 


19,300 

2 

Number of Shareholders* 4 *. 

15,839 


14,332 

0 


ANNUAL SALES </> 


1961 1962 1963 1964 1965 

EARNINGS <n (2) 

■ BEFORE TAXES 


AFTER TAXES 



1964 ( 3 ) 1965 


(!) The above includes the companies acquired in “poolings of interests** 

(except that the years 1901,1962 and 1903 do not include NAC and Federal). 

( 2 ) The Company*s proportionate share of earnings of Alexayider*s 
and its realty affiliate is not included in the above figures. 

( 3 ) Before special credit of $725,000 ($.H per share). 

( 4 ) Exclusive of shareholders whose shares are held in the name of stock brokers. 































































October 18,1965 



Fiscal 1965 was a particularly significant year 
for E. J. Korvette. New records were achieved in 
both sales and earnings for the seventh successive 
year, three important acquisitions were consum¬ 
mated, steps were taken to purchase the assets of 
a fourth company, seven department stores and 
five supermarkets were opened, operations were 
strengthened along both corporate and divisional 
levels, and top management functions were re¬ 
aligned to take full advantage of the considerable 
opportunities that lie before us. 

Sales totaled $719,941,168 for the 52 weeks ended 
August 1, 1965, up 16 per cent over the compara¬ 
tive figure of $621,623,744 for fiscal ’64, which 
included 53 weeks. Net income totaled $9,977,989, j 
another new record, equal to $1.95 per share \ 
on the 5,087,435 shares of common stock outstand¬ 
ing at the end of the fiscal year, after provision for 
dividends on the preferred stock, an increase of i 
16 per cent over last year’s $8,549,472, or $1.68 per 
share on the shares outstanding at the end of the 
previous year. The 1964 figures do not include a 
special credit of $725,000, or $.14 per share, and 
have been adjusted to reflect operations of Hill’s 
Supermarkets, Inc., Federal Carpet Co., Inc. and 
affiliated corporations, and NAC Charge Plan & 
Northern Acceptance Corp. which were acquired 
during fiscal 1965. The figures also have been ad¬ 
justed to reflect the shares issued in connection 
with these acquisitions. The contribution to net 
earnings by the acquired companies amounted to 
seven cents a share for fiscal 1965 and six cents in 
the prior year. 

The three acquisitions, involving experienced, 
successful companies — Hill’s Supermarkets, Inc., 
Federal Carpet Co., Inc., and affiliated corpora¬ 
tions, and NAC Charge Plan & Northern Accept¬ 
ance Corp.—were motivated by the identical objec¬ 
tive of improving our consumer franchise and 
consolidating a more integrated and firmly con¬ 
trolled retailing complex. 

Hill’s Supermarkets, a leading Metropolitan 
New York chain, was merged early in 1965 and 
has already welded the Korvette food stores into a 
fully integrated food division under the name of 
Hills-Korvette Supermarkets. The six food mark¬ 
ets in Chicago and Detroit were leased to local 
merchants; accordingly, economies were realized 
by eliminating the extension of the supermarkets’ 
supply and communications lines to the Midwest 
area. The food division currently operates 63 
stores in six eastern states, 18 of them side by 
side with parent Korvette department stores. 

The consolidation of the furniture operation, 
acquired since the close of the fiscal year, with the 


Typical scene in Korvette Fifth Avenue at height of business hour 







carpet operation has already resulted in reduction 
of overhead, and with the infusion of new manage¬ 
ment, the division is pointed toward future profit¬ 
ability where previously large losses had been 
sustained by the former furniture operator. 

The acquisition of NAC Charge Plan was de¬ 
signed to supplement existing credit facilities 
operated by others by the introduction of our own 
credit program. Here, too, a strong management 
team exists which has been charged with the re¬ 
sponsibility of developing credit as a retailing 
function to augment efforts of the outside com¬ 
munity card credit operators with whom we have 
been dealing. 

Operations of these divisions are discussed on 
the following pages. 

On the management level, Eugene Ferkauf, 
founder of the company and our chief executive 
officer, has also assumed the position of President, 
and Hilliard J. Coan, former President of Hill’s 
and Vice President of Korvette, has been named 
Chairman of the Board of Directors. Three new 
directors have been elected: George Schwartz, 
Senior Vice President — Mercantile, Norman 
Rothman, Senior Vice President—Home Furnish¬ 
ings, and Alvin Blank, Vice President of NAC. 
In addition, other Senior Vice Presidents have 
been appointed: Edwin H. Friedman, Chief Coun¬ 
sel; Melvin Friedman, Store Operations; Joseph 
H. Lamm, Finance; William Willensky, Real 
Estate, and George Yelen, Employee Relations. 

All of these developments complement our 
vigorous growth and expansion. During the past 
year, a new Korvette region was inaugurated with 
our entry into the St. Louis area, where we opened 
stores in Sunset Hills and Cool Valley. We now 
operate in three different metropolitan areas in 


the Midwest, the other two areas being Chicago 
and Detroit. In Cheltenham, a northeast suburb of 
Philadelphia, a new unit was also added to our 
Metropolitan Philadelphia group. In the Metro¬ 
politan New York section, four additional stores 
were launched—in Staten Island and Douglaston 
in Queens, New York City; Port Chester, West¬ 
chester County, and Lawrence, Nassau County. 

The pace continues in fiscal 1966. Our fifth 
Chicago area unit is slated to open in November 
and for calendar 1966 we have scheduled outlets 
in the Metropolitan Baltimore area; Pelham, West¬ 
chester County, N. Y., and Woodbridge, N. J. The 
Baltimore and Pelham stores will be launched 
before the end of the fiscal year. Beyond that, for 
1967, we have announced a combination Korvette 
store and office tower to be erected on the site of 
the former Saks 34th Street structure in Herald 
Square, New York City. We are blueprinting addi¬ 
tional openings in the Metropolitan New York 
area and elsewhere during that year. 

These ambitious programs—which constitute 
only a part of our forward planning projects—and 
our measurable progress in the past year could not 
have been conceived nor realized without the un¬ 
flagging support of our dedicated and efficient 
staffs in purchasing and merchandising, ware¬ 
housing, supply and transportation, personnel re¬ 
cruitment and training, and operations on the 
in-store level. To them go our expressions of 
appreciation for an outstanding performance for 
E. J. Korvette. 

Hilliard J. Coan Eugene Ferkauf 

Chairman, Board of Directors r President 




New Douglaston unit, opened last December 


Our flagship store on Fifth Avenue in New York City 
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Recently launched Hills-Korvette supermarket in Lawrence f L. I. 


SUPERMARKETS 


In February, the merger of the Korvette and 
Hill’s Supermarkets became effective. In the 
months that followed, substantial changes were 
made in our logistical, managerial and merchan¬ 
dising structures which were designed for a fast- 
moving, high-volume chain which by July consisted 
of 63 units in six states and 17 counties. We also 
completed in February the major move to our new 
distribution center in Brentwood, Long Island. 
This wholly owned facility is a 330,000-square- 
foot, high-cube building, readily expandable on its 
30-acre site and considered one of the most modern 
and efficient plants of its kind in the country. 
Each week it ships in excess of 600 trailer loads 
of groceries, meat, produce and delicatessen mer¬ 
chandise— 70 per cent of all goods sold in our 
supermarkets — in our own fleet of vehicles. 

During the year, the company completed intro- 
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Produce department in typical Hills-Korvette food market Speedy checkouts are hallmark of our food units 


duction of the extensive Topco line of controlled 
label merchandise which quickly earned outstand¬ 
ing customer acceptance. Topco products include 
several hundred items in canned and bottled mer¬ 
chandise, frozen foods, dairy products, fresh pro¬ 
duce, beverages and non-foods. We also developed 
a complete line of private label baked goods de¬ 
livered fresh daily to the stores, and we have 
begun the introduction of the “Korval” line of low- 
priced, high-quality health and beauty aids created 
and merchandised so successfully by the Korvette 
department stores. 

In early 1964, we began to convert our stores 
from stamp-issuing stores to non-stamp Super 
Saving Centers. This program was finally com¬ 
pleted in September of 1965. 

Five new units were opened during the year. 
Our average store volume continued to climb and 


we more than doubled the national sales average 
for the industry. Six new supermarkets will be 
opened between now and the close of 1966 and a 
seventh will be relocated. All but one will exceed 
15,000 square feet of selling area. The largest is 
blueprinted for more than 20,000 square feet de¬ 
voted to sales and will be the first of a new-concept 
store combining the toiletry, pharmaceutical and 
housewares expertise of the Korvette general 
merchandise staff with the Hills-Korvette super¬ 
market and food know-how. Additional sites are 
under consideration and we intend to continue our 
present diversification of location. Presently, 18 
stores are located in Korvette Cities, three in 
major regional centers without Korvette depart¬ 
ment stores, nine are free-standing units, five are 
in downtown locations and the remainder are 
located in suburban shopping center strips. 
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HOME FURNISHING CENTERS 


A big step in the direction of integrating leased 
departments into the Korvette retailing complex 
was taken with the acquisition of the carpet and 
furniture operations. All of the capital stock 
of the carpet companies (Federal Carpet Co., Inc. 
and certain affiliated corporations) was acquired 
for an aggregate of 167,977 shares of Korvette 
common stock. Assets, subject to the liabilities, of 
the furniture lessee, H. L. Klion, Inc., were pur¬ 


chased for a total of 52,238 shares of Korvette 
common stock and a payment in cash of $731,329, 
of which $300,000 is being held subject to possible 
offsets until December, 1965. 

Following the acquisitions, the two leased opera¬ 
tions have been combined into a Home Furnishing 
Centers division under a highly specialized man¬ 
agement. Currently, our efforts are being concen¬ 
trated on strengthening our identification for styl- 



NAC 

A new 
dimension 
for Korvette: 
development 
of our own 
credit policies 
and credit card 


Korvette’s acquisition of NAC Charge Plan was 
prompted by two important considerations. First, 
NAC is in its own right a desirable property be¬ 
cause of its outstanding record of achievement in 
a highly specialized field. Secondly, its association 
with E. J. Korvette and with other retail operators 
has equipped it admirably for the development of 
Korvette’s own credit policies and particularly 
Korvette’s own credit card. We have long held that 
installment credit is a retailing function and that 
the customer should be entitled to be served by a 
retailer-oriented credit plan. Hence, our decision 
to acquire NAC in a transaction involving 112,765 
shares of common stock. 
























Style , decor , periods are emphasized in furniture department 


ing and value. Located in Korvette stores in every 
area we serve except St. Louis and Detroit, our 31 
Home Furnishing Centers make available to dis¬ 
criminating home decorators ample displays of 
merchandise and dramatized high styling in com¬ 
plete home settings. To this end, the centers are 
ably supported by regional warehouses that are 
being geared for rapid and dependable delivery 
and service, two indispensable requirements in 


NAC was founded in February, 1953, as North¬ 
ern Acceptance Corp., a personal loan company. 
Its first enterprise—making loans available to 
customers shopping at leading Baltimore mer¬ 
chants— proved an immediate success. Aware of 
the tremendous future of consumer finance, man¬ 
agement in 1959 founded NAC Charge Plan for a 
rapidly growing market. Warmly received by 
Maryland consumers and the retail community, it 
was operating at a profit within seven months. 
Annual sales volume soared into the millions and 
public offerings were made in 1960 and 1961 to 
raise additional capital for new requirements. The 
company began to broaden its installment sales 


this business. Further, we are continually adding 
depth to our management and sales teams. 

Our future plans envision a new physical con¬ 
cept. Where formerly both the carpet and furni¬ 
ture departments were located in a common annex 
adjacent to the main department store, the new 
Korvette outlets will include the Center within the 
store proper. Our object is to relate the Center to 
the fabric of the entire store. 


contract operation in its area in 1963 to include the 
local Korvette stores and it currently services our 
units in Baltimore, Washington and Harrisburg. 

The program of offering our own credit card in 
the Greater New York trading area has already 
been launched and should be completed by early 
spring. This plan will operate side by side with 
existing community charge cards, such as Uni- 
Card. This project currently encompasses seven 
Korvette stores and has already produced a signifi¬ 
cant rise in credit sales. Management is confident 
our expansion will result in a higher percentage of 
credit sales to total sales and that these gains 
should be reflected in improved earnings. 
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KORVETTE LINKS A CHAIN OF PROMOTIONAL DEPARTMENT STOF 



Korvette’s Junior World reflects 
the young fashion spirit in 
dresses, coats, sportswear 



Ultra-modern instant selection of hundreds 
of famous brands at substantial 
savings are regular Carpet Center features 



Korvette’s famed Health Aids, Cosmetics — 
famous brands competitively priced, 
our own brands for even less 



Our Imperial Room features 
the more exclusive, f ew-of-a-kind coat, 
suit and dress collections 



Major Appliance Department — 
dominant in every area, leading brands, 
new models, lowest prices 



Impressively styled, 
complete Men’s Clothing comes in a 
wide range of strong value prices 


DEPARTME 

GREATER NEW YORK- 
NEW JERSEY 
METROPOLITAN AREA 

A Fifth Avenue, N. Y. C. 

A East 44th St., N. Y.C. 

A Herald Square, N. Y. C.* 
Brooklyn, N. Y. C. 

0 Bronx, N. Y. C. 

0 Staten Island, N. Y. C. 

0 Douglaston, Queens 
© Lawrence, L. I. 

O Carle Place, L. I. 

© West Islip, L. I. 

® Huntington, L. I. 

© Pelham, N.Y.* 

© Scarsdale, N. Y. 

© Nanuet, N. Y. 

© Port Chester, N. Y. 

© North Brunswick, N. J. 

© Woodbridge, N. J.* 

© Watchung, N. J. 

© Paramus, N. J. 

© West Orange, N. J. 

PHILADELPHIA-NEW JERSEY 
METROPOLITAN AREA 

© Audubon, N. J. 

© Trenton, N. J. 

© Springfield, Pa. 

© Northeast Philadelphia, Pa. 
© King of Prussia, Pa. 

© Cheltenham, Pa. 
HARRISBURG, PA. 

© Camp Hill 

SUPERIN 

NEW YORK 
Long Island 

Suffolk County (25) 

Nassau County (18) 

New York City 

Queens (5) 

Bronx (2) 

Brooklyn 
Staten Island 

Westchester County 

Scarsdale 

Rockland County 
Nanuet 

CONNECTICUT 

Trumbull 
NEW JERSEY 
Paramus 
West Orange 
Trenton 

PENNSYLVANIA 

Cheltenham 












ES WITH MAJOR POPULATION CENTERS OF THE UNITED STATES 


IT STORES 


CONNECTICUT 

A Hartford 
(^) Trumbull 

ILLINOIS 

Suburban Chicago 
© Oaklawn 
Elmhurst 

© Riverside Parkt 
© Matteson 
© Morton Grove 

MICHIGAN 
Suburban Detroit 

© Southgate 
© Roseville 
© Redford Township 

MARYLAND 
Suburban Baltimore 

€> Towson 
© West Baltimore* 

© Glen Burnie 

DISTRICT OF COLUMBIA 
Metropolitan Area 

© Rockville, Md. 

0 Bailey’s Crossroads, Va. 

MISSOURI 
Suburban St. Louis 

© Sunset Hills 
© Cool Valley 

° Planned or Under Construction 
t Scheduled for November Opening 

ARKETS 

MARYLAND 
Suburban Baltimore 

Towson 
Glen Burnie 

DISTRICT OF COLUMBIA 
Metropolitan Area 

Rockville, Md. 

Bailey's Crossroads, Va. 

Supermarkets Planned 
For 1965-66 



rflORIDA 


DOWNTOWN STORES 
SUBURBAN STORES 


NEW YORK 

Nassau County 

North Wantagh 

Garden City Park 

Carle Place* 



Westchester County 


Port Chester 



Pelham 



NEW JERSEY 



Woodbridge 



MARYLAND 

Suburban Baltimore 
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West Baltimore 


* Relocation of existing unit 















E. J. KORVETTE, INC. AND SUBSIDIARIES 

August 1, 1965 August 2, 1964 
ASSETS - 


Current assets: 

Cash . 

U. S. Government obligations and short-term commercial paper 
(at cost). 

Receivables (less estimated doubtful accounts and unearned 
discounts of $446,152 in 1965 and $315,531 in 1964) (Note E).. 

Inventories (at lower of cost or market) . 

Due from vendors, licensed departments and others. 

Prepaid expenses . 

Total current assets. 

Investment in stock of Alexander’s and its realty affiliate — 

at cost (Note D) . 

Property, equipment and improvements — at cost. 

Less depreciation.and amortization (Note C). 


Notes receivable and other assets 
Total.. 


$ 9,828,507 

$ 

11,448,194 



3,984,325 

10,415,452 


8,340,059 

86,991,849 


65,002,801 

5,027,003 


2,946,712 

3,016,106 


2,893,086 

$115,278,917 

$ 

94,615,177 

$ 9,834,436 

$ 

9,834,436 

$ 60,291,353 

$ 

47,466,306 

16,773,764 


11,750,450 

$ 43,517,589 

$ 

35,715,856 

$ 1,687,038 

$ 

1,482,356 

$170,317,980 

$141,647,825 
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The above figures give effect to “poolings of interests” (Note A). 
The attached notes to financial statements are made a part hereof. 












































...CONSOLIDATED BALANCE SHEET 


LIABILITIES 


August 1, 1965 August 2, 1964 


Current liabilities: 

Notes payable: 

Banks (Note N) . 

Other (current portion) (Note F (2b) ). 

Accounts payable . 

Accrued taxes and expenses. 

Federal income taxes (Note H) . 

Due to sellers of stock of Alexander’s and its realty affiliate 

(current portion) (Note D) .... 

Debentures payable (current portion) . 

Total current liabilities. 

Due to sellers of stock of Alexander’s and its realty affiliate 

(less current portion above) (Note D) . 

Notes payable (less current portion above) (Note F). 

Debentures payable (less current portion above) . 

Deferred income taxes (Note C) . 

Commitments and contingent liabilities (Notes I, J and M) 


$ 7,900,000 

180,000 
41,586,378 
13,773,282 
4,430,143 

724,644 
490,750 
$ 69,085,197 


$ 35,550,000 
$ 638,780 

$ 3,266,000 


$ 6,740,000 
180,000 
30,222,027 
11,783,065 
3,131,132 


523,844 

126,050 


$ i 

52,706,118 

$ 

925,444 

$ : 

32,897,000 

$ 

991,530 

$ 

2,372,000 


- STOCKHOLDERS’ EQUITY - 

(Notes A, F, K, L and M) 

Capital stock (statement attached): 

Preferred stock — authorized 250,000 shares par value $10 each; 
issued and outstanding 200,195 shares in 1965 and 190,976 shares 

in 1964 . 

Common stock — authorized 6,750,000 shares par value $1 each; 
issued (including shares held in treasury) 5,152,850 shares in 

1965 and 5,142,530 shares in 1964 . 

Additional paid-in capital (statement attached) . 

Retained earnings (statement attached) . 

Total . 

Less shares of common stock held in treasury (65,415 shares in 1965 

and 87,172 shares in 1964) . 

Net . 

Total . 


$ 2,001,950 

$ 1,909,760 

5,152,850 

5,142,530 

9,518,958 

9,586,617 

45,420,452 

35,538,186 

$ 62,094,210 

$ 52,177,093 

316,207 

421,360 

$ 61,778,003 

$ 51,755,733 

$170,317,980 

$141,647,825 


The above figures give effect to “poolings of interests" (Note A). 
The attached notes to financial statements are made a part hereof. 

































































thou 


Wigs and chignons counters are attuned to 
the tempo of the times 


Tires for every vehicle from the compact to the 
plush limousine are available at the Tire Center 


Consolidated Statement 
of Operations and 
Retained Earnings 

E. J. KORVETTE, 

Fiscal Year Ended 

August 1, 1965 
(52 Weeks) 

INC. AND SUBSIDIARIES 

Fiscal Year Ended 

August 2, 1964 
(53 Weeks) 

Net sales. 


$719,941,168 

$621,623,744 

Finance and service charge income . .. 


2,780,167 

2,483,215 

Income from licensed and leased 

departments . 


2,139,347 

2,577,812 

Anticipation and interest income. 


975,005 

820,328 

Other income. 


275,761 

290,916 

Total. 


$726,111,448 

$627,796,015 

Cost of sales and expenses (exclusive of 
items listed below): 

Cost of sales, including buying and 

certain occupancy expenses. 

$565,507,985 


$495,862,156 

Advertising, selling and general and 

administrative expenses. 

105,144,392 


86,984,096 

Rent . 

17,041,940 


13,454,913 

Depreciation and amortization (Note C) 

5,683,963 


4,229,142 

Maintenance and repairs. 

2,488,693 


2,103,488 

Taxes other than federal income taxes 

9,620,174 


7,193.730 

Employees’ retirement and profit- 

sharing contributions (Note G). . 

551,255 


516,312 

Interest . 

2,791,057 

708,829,459 

2,472,706 612,816,543 

Earnings before federal income taxes.. 


$ 17,281,989 

$ 14,979,472 

Federal income taxes (Note C) . 


7,304,000 

6,430,000 

Net Earnings . 


$ 9,977,989 

$ 8,549,472 

Special credit: 

Sale of certain lease rights (net of 

$275,000 income taxes) . 

Net Earnings And Special Credit. . 


$ 9,977,989 

725,000 

$ 9,274,472 

Retained earnings—beginning of year: 

E. J. Korvette, Inc. and subsidiaries 

$ 30,397.589 



Corporations acquired in “poolings 

of interests” (Note A) . 

5,140,597 

35,538,186 


Dividends paid: 

4% preferred stock. 

$ (39,914) 



Corporations acquired in “poolings 

of interests” (Note A) . 

(55,809) 

(95,723) 


Retained Earnings — End Of Year 

(To Balance Sheet) (Note F) 


$ 45,420,452 
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The above figures give effect to “poolings of interests'* (Note A). 
The attached notes to financial statements are made a part hereof. 















































E. J. KORVETTE, INC. 

CAPITAL STOCK 

For The Fiscal Year Ended August 1, 1965 


E. J. Korvette, Inc. at August 3, 1964 . 

Stock issued in “poolings of interests” (Note A) 
applicable to: 

Stock of acquired corporations outstanding at 

August 3, 1964 . 

Stock of acquired corporations issued during fiscal 

year ended August 1, 1965 . 

Stock issued in connection with Hill’s options 

(NoteK) . 

Conversion of preferred stock into common stock 

(Note L) . 

Balance At August 1 , 1965 (To Balance Sheet) .. 


Preferred Stock Common Stock 

($10 Par Value) ($1 Par Value) 


Shares 

Issued 

Amount 

Shares 

Issued 

Amount 



4,357,800 

$4,357,800 

190,976 

$1,909,760 

784,730 

784,730 

8,592 

85,920 

9,404 

9,404 

1,304 

13,040 

781 

781 

(677) 

(6,770) 

135 

135 

200,195 

$2,001,950 

5,152,850 

$5,152,850 


The attached notes to financial statements are made a part hereof. 


E. J. KORVETTE, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF ADDITIONAL PAID-IN CAPITAL 

For The Fiscal Year Ended August 1, 1965 


E. J. Korvette, Inc. and subsidiaries at August 3, 1964 .. $8,328,036 

Excess of capital stock and additional paid-in capital accounts of corporations 
acquired in “poolings of interests” (Note A), over par value of preferred 
and common stock issued in connection therewith: 

Applicable to accounts of acquired corporations at August 3, 1964 . 1,258,581 

Applicable to transactions of acquired corporations during the fiscal 

year ended August 1, 1965 .•. 42,144 

Excess of sales price of shares issued in connection with stock options over 
par value of shares issued and market value of treasury stock at date of 

contribution to Company (Note K) . 78,452 

Excess of par value of converted preferred shares over par value of common 

shares issued in exchange therefor (Note L) . 6,635 

Expenses incurred in connection with “poolings of interests”. (194,890) 

Balance At August 1,1965 (To Balance Sheet) . $9,518,958 


The attached notes to financial statements are made a part hereof . 


ACCOUNTANTS’ REPORT 

To the Board of Directors and Shareholders 
E. J. KORVETTE, INC. 

We have examined the consolidated balance sheet of E. J. KORVETTE, INC. and 
Subsidiaries as at August 1, 1965 and the related consolidated statements of earnings 
and retained earnings, capital stock and additional paid-in capital for the fiscal year (52 
weeks) then ended. Our examination was made in accordance with generally accepted 
auditing standards and included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the statements mentioned above present fairly the consolidated finan¬ 
cial position of E. J. KORVETTE, Inc. and Subsidiaries at August 1, 1965, and the 
consolidated operating results for the fiscal year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the preceding 
year. 

New York, New York 

October 14, 1965 Certified Public Accountants 
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E. J. KORVETTE, INC. AND SUBSIDIARIES 

NOTES TO FINANCIAL STATEMENTS as at August 1, 1965 


(Note A )—Poolings of Interests: 

The following “poolings of interests,” were effected: 

(1) Effective January 31, 1965, 199,568 shares of 
newly authorized preferred stock and 513,392 shares 
of common stock were issued upon merger for the out¬ 
standing shares of Hill's Supermarkets, Inc. (Hill's). 

(2) On August 23, 1965, 112,765 shares of common 
stock were issued for the assets of NAC Charge Plan 
& Northern Acceptance Corporation (NAC), and the 
liabilities of NAC were assumed. 

(3) On August 16, 1965, 167,977 shares of common 
stock were issued for the outstanding shares of Federal 
Carpet Co., Inc., and certain affiliated corporations 
(Federal). 

(Note B )—Principles of Consolidation: 

The consolidated financial statements include the 
accounts of E. J. Korvette, Inc. and Subsidiaries (all 
of which are wholly-owned), including the accounts of 
the corporations acquired in “poolings of interests” 
(Note A) ; intercompany investments, advances and 
transactions have been eliminated. 

The balance sheets of the corporations acquired in 
“poolings of interests” are included as at August 1, 
1965 and as at August 2, 1964; the statement of earn¬ 
ings for the year ended August 1, 1965 includes the 
operations of these corporations. The statement of 
earnings for the year ended August 2, 1964 is pre¬ 
sented for comparative purposes and includes the 
accounts of these corporations for their respective 
fiscal years which ended on different dates in 1964. 

(Note C )—Depreciation and Amortization — 
Investment Credit: 

Depreciation for federal income tax purposes is 
computed at accelerated rates permitted by the In¬ 
ternal Revenue Code; for financial accounting purposes, 
the straight line method of depreciation is used. De¬ 
preciation and amortization reported on income tax 
returns exceed the amounts reflected on the financial 
statements by $1,850,000 for the fiscal year ended 
August 1, 1965. The attached statement of earnings 
reflects a charge to operations of 50% of the excess; 
the estimated amount of income taxes thus deferred is 
included in “deferred income taxes.” 

The Company has elected to reflect in net earnings 
the investment credits applied in reduction of its 
income tax liability. Earnings for the fiscal year ended 
August 1, 1965 were thus increased by $675,000; in 
1964, earnings were increased by $870,000. 

(Note D )—Investment in Stock of 
Alexanders and its Realty Affiliate: 

In April and August 1961, the Company acquired 
approximately 43% of the then outstanding voting 
stock (approximately 38% of the then outstanding 
stock) of both Alexander’s Department Stores, Inc. 
(Alexander's) and Retail Realty, Inc. (Retail), an 
affiliate of Alexander’s which owns several real estate 
properties occupied by Alexander’s. 

The April 1961 transaction involved the acquisition, 
at a cost for financial accounting purposes of 
$4,596,000, of all the outstanding shares of Schwabro 
Corporation which owns 124,176 shares of the voting 
common stock of Alexander’s and 41,393 shares of the 
voting common stock of Retail. In connection with this 
acquisition, the Company issued, after giving effect to 
a 3 for 1 stock split in December 1961, 251,400 shares 
of its common stock valued at $3,352,000; the balance 


of $1,244,000 was payable in installments. The unpaid 
balance of $200,800 is due in April 1966. 

In August 1961, the Company acquired an additional 
130,950 shares of the voting common stock of 
Alexander’s and 43,650 shares of the voting common 
stock of Retail at a total cost of $5,238,436. The un¬ 
paid balance at August 1, 1965 of $523,844, with in¬ 
terest at 4% a year, w r as paid in August. 

The Company has been furnished with unaudited 
financial statements of Alexander’s and Retail for the 
28 w'eeks ended February 6, 1965; such statements 
reflect an increase in net earnings over the prior 
year’s comparable period. Audited financial statements 
of Alexander’s and Retail subsequent to July 25, 1964 
have not as yet been made available to the Company. 

(Note E)— Receivables: 

The receivables reflected on the consolidated balance 
sheet are owmed by NAC (Note A) and comprise 
$8,069,002 due from retail customers and $2,792,602 
which arose from the purchase of sales finance con¬ 
tracts and the making of small loans to individuals. 
A substantial portion of the amounts due from retail 
customers arose from sales by the Company; the bal¬ 
ance of such receivables were purchased from other 
retailers who are members of the NAC plan. 

These receivables were pledged as collateral for a 
note payable to a bank. In August 1965, this note w r as 
replaced by other short term borrowings and the 
pledge agreement cancelled. 

(Note F )—Notes Payable: 

(1) (a) In July 1963, the Company sold its 
$24,000,000 5%% promissory note to an institutional 
investor. Annual installments of $1,200,000 are re¬ 
quired commencing August 15, 1966; the balance of 
$3,600,000 is due at maturity on August 15, 1983. 

(b) In November 1963, the Company sold its 
$6,000,000 5%% convertible promissory note to this 
investor. This note is convertible through August 15, 
1973 at the option of the holder into a maximum of 
218,181 shares of common stock of the Company at 
$27.50 per share. The conversion is subject to adjust¬ 
ment in certain contingencies. To the extent that this 
note is not converted, it is payable in ten equal install¬ 
ments from August 15, 1974 to August 15, 1983. 

(2) (a) In February 1965, the Company sold its 
$3,500,000 5%% promissory note to another institu¬ 
tional investor. Annual installments of $175,000 are 
required commencing August 15, 1966; the balance of 
$525,000 is due at maturity on August 15, 1983. 

(b) The Company assumed a 5%% promissory note 
issued by Hill’s to this institutional investor. The un¬ 
paid balance of $2,230,000 is payable in semi-annual 
installments of $90,000 on September 1 and March 1 
through 1976; a balance of $160,000 is due at maturity 
on March 1, 1977. 

The agreements, under w’hich the notes described in 
la, lb and 2a above were issued, contain certain pro¬ 
visions involving minimum amounts of working capital, 
maximum amounts of debt and guarantees, and re¬ 
strictions against making certain leases, loans and 
investments. The Company is restricted, subsequent to 
July 28, 1963, against paying any dividends or redeem¬ 
ing any shares of its stock if the total of such divi¬ 
dends and redemptions exceeds $500,000 plus 70% of 
consolidated net earnings (as defined) after July 28, 
1963; the amount available for dividends and redemp¬ 
tions at August 1, 1965 was approximately $13,000,000. 
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More restrictive provisions contained in the agree¬ 
ment, under which the note described in 2b was issued, 
have been waived for as long as the other notes are 
outstanding and are not in continuing default. 

(Note G) — Employees' Retirement and 
Pro fit-Sharing Plans: 

Eligible full time employees participate in non-con- 
tributory retirement income and profit-sharing plans. 
The retirement income plan provides for contribution 
by the Company at the rate of 2 l />% of the earnings of 
eligible employees. The profit-sharing plan provides 
for an annual contribution by the Company, approved 
by the Board of Directors, not to exceed the maximum 
amount allowable by the Treasury Department. A 
provision of 1% of the salaries of eligible Korvette 
employees has been made for each of the fiscal years 
ended in 1965 and 1964; a total provision of 3 a /2% 
of salaries of eligible Korvette employees was thus 
provided for both plans (including eligible Hill’s em¬ 
ployees subsequent to November 30, 1964). Provision 
for retirement income or profit-sharing contributions 
for eligible employees of Hill’s (for periods prior to 
November 30, 1964) and of NAC and Federal for 1965 
and 1964 were based upon their individual plans then 
in effect. 

(Note H) —Income Taxes: 

The attached financial statements are subject to final 
determination by the Internal Revenue Service of the 
tax liabilities of the Company for years subsequent to 
July 31, 1960. 

(Note I) — Leases: 

The Company holds leases for various terms through 
1990 at aggregate minimum annual rentals of approxi¬ 
mately $19,000,000 (in addition to approximately 
$4,000,000 of real estate taxes). 

The rentals under certain leases provide for addi¬ 
tional rentals based on sales in excess of stipulated 
minimums, changes in real estate taxes and increases 
in the consumer price index. 

Certain of the properties, occupied by corporations 
acquired in “poolings of interests,” had been leased di¬ 
rectly or indirectly by such corporations from officers of 
such corporations who have since become officers or di¬ 
rectors of the Company, and from members of their 
families. Rentals under these leases, which terminate at 
various dates to 1985, aggregate approximately $600,000 
a year. In the opinion of management, the rentals 
under these leases are fair in the light, among other 
things, of the rentals which the management believes 
the Company would be required to pay others for com¬ 
parable space in the same or equivalent locations. 

(Note J ) — Litigation: 

The Company is defendant in lawsuits in which the 
plaintiffs are seeking to prohibit the sale of their 
products at less than fixed minimum retail prices. In 
the opinion of corporate counsel, these suits will not 
result in the payment by the Company of any substan¬ 
tial sums as damages. 

The Company has made general denials in various 
other actions, aggregating $2,000,000. In the opinion 
of counsel, there is no substantial risk that the Com¬ 
pany may incur liability or expense in connection with 
these actions in a substantial amount. 

(Note K) —Stock Options: 

The Company has adopted various restricted and 
qualified stock option plans; one plan adopted in July 
1965 is subject to approval of the stockholders. 

Options were outstanding at August 1, 1965 for the 


purchase at various dates to 1970, of a total of 69,163 
shares of common stock at prices ranging between 
$7.68 and $43.00 a share; on August 25, 1965, options 
were granted for the purchase of 33,000 shares at 
$33.81 a share. Options for the purchase of an addi¬ 
tional 30,193 shares are available to be granted to 
certain key employees at a price equal to the market 
value of the stock on the date the option is granted. 

Options granted under these plans expire five years 
after issue and are exercisable as to 10% thereof one 
year after date of issue and an additional 20%, 30% 
and 40% thereof at the end of each of the following 
three years. The purchase price and number of shares 
covered by options are subject to adjustment in certain 
contingencies. 

In addition, in connection with the “pooling of 
interests” (Note A), the Company assumed options pre¬ 
viously granted by Hill’s which currently entitle each 
option holder to purchase at the original option price, 
a unit consisting of one share of preferred stock and 
six-tenths of one share of common stock. At August 1, 
1965, options were outstanding for the purchase of 
6,241 units at prices ranging between $10.60 and 
$16.50 a unit. 

During the fiscal year ended August 1, 1965, 1,304 
shares of preferred stock, 781 shares of common stock 
and 21,757 shares of common stock held in the treasury 
were issued upon exercise of options. The excess 
($78,452) of the sales price over the aggregate of the 
par value of the newly issued shares and the market 
value (on the date the shares were donated to the 
Company) of the stock held in the treasury was 
credited to additional paid-in capital. 

(Note L) —Capital Stock: 

On January 31, 1965, the authorized $1 par value 
common stock of the Company was increased from 
6,000,000 shares to 6,750,000 shares and 250,000 shares 
of 4% cumulative, redeemable, convertible, $10 par 
value preferred stock were authorized. The preferred 
stock is redeemable by the Company subsequent to 
1967 at $10.50 a share and is convertible, at the option 
of the holder, prior to December 31, 1974, into com¬ 
mon stock of the Company at the rate of five shares of 
preferred stock to one share of common stock. Through 
August 1, 1965, 677 shares of preferred stock were 
converted into 135 shares of common stock. The excess 
($6,635) of the par value of the converted preferred 
stock over the par value of the common shares issued 
in exchange therefor was credited to additional paid-in 
capital. 

At August 1, 1965, 136,101 shares of common stock 
and 6,241 shares of preferred stock were reserved for 
issuance upon exercise of stock options outstanding 
and available to be granted (Note K), 218,181 shares 
of common stock were reserved for conversion of the 
promissory note held by the institutional investor 
(Note F) and 41,287 shares of common stock were 
reserved for conversion of outstanding preferred stock 
and preferred stock issuable upon exercise of Hill’s 
options. 

(Note M) —Post Balance Sheet Acquisition: 

On August 16, 1965, the Company purchased the 
assets and assumed the liabilities of H. L. Klion, Inc. 
(Klion). In connection therewith, Klion received 
$2,625,314, comprising 52,238 shares of the Company’s 
common stock valued at $2,193,985 and $431,329 in 
cash; an additional $300,000 is payable on December 1, 
1965 with interest at 4% a year. 

(Note N) —Motes Payable to Banks: 

On October 14, 1965, notes payable to banks aggre¬ 
gated approximately $27,000,000. 
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FIVE-YEAR SUMMARY 1 "* 2 ' 



August 1, 
1965 

August 2, 

1964 

July 28, 

1963 

July 29, 

1962 

July 30, 

1961 

Net Sales (Excluding Licensed 

and Leased Departments). 

, .$719,941,168 

$621,623,744 $423,529,085 

$302,815,724 

$233,591,384 

Earnings before Federal Income Tax . , 

, . $17,281,989 

$14,979,472 

$13,428,511 

$12,002,828 

$9,287,151 

Net Earnings . 

, . $9,977,989 

$8,549,4720) 

$7,382,511 

$5,977,828 

$4,622,151 

Net Earnings Per Share of Common 
Stock (After Provision for 

Preferred Dividends) . 

$1.95 

$1.68(3) 

$1.56 

$1.27 

$1.03 

Shares Outstanding at Year-End— 
Common Stock . 

5,087,435 

5,055,358 

4,723,112 

4,715,990 

4,473,267 


(!) The above summary includes the companies acquired in “poolings of interests” 
(except that the years 1961,1962, and 1963 do not include NAC and Federal). 

(2) The Company’s proportionate share of earnings of Alexander’s 
and its realty affiliate is not included above. 

(3) Before special credit of $725,000 ($.14 per share). 



MORE THAN A MILLION PEOPLE SHOP KORVETTE EVERY DAY 

















A 

LOOK 

AHEAD 


In the preceding pages we have discussed our 
new divisions and their potential in our developing 
retailing complex. It is fitting to conclude the re¬ 
port with comments on our department stores. 
Early in the fourth quarter, a more aggressive 
promotional and advertising program was insti¬ 
tuted. Although it has been in effect less than six 
months, we have already experienced most encour¬ 
aging results, both in terms of stimulating greater 
store traffic and in the resulting acceleration of 
movement of fashion goods and staple items. 

Since August 1, we have been handling certain 
facets of logistics that previously had been oper¬ 
ated by outside sources. These include the ware¬ 
housing, distribution and consolidation of products 
from a central point to our stores. This will assure 
increasing economies and efficiencies in inventory 
handling. Based upon the evident advantages of 
this experience, plans are being formulated for the 
construction and operation of a modern distribu¬ 
tion center. 

In contrast with recent years, in which as many 
as seven and eight new stores were opened each 
year, the anticipated three new store openings for 
this year, though modest in comparison, provide 
our staff with the opportunity of concentrating its 
energies more heavily in the area of day-to-day 
operations, as well as to develop strengths and 
refinements that will pay dividends in the future. 
Our personnel department has been strongly but¬ 
tressed to enable us to establish and effect im¬ 
proved programs and policies that will benefit our 
people and that will result in better customer rela¬ 
tions and commensurate benefits to our business. A 
systems staff has been assembled from within and 
outside the company. This group has applied itself 
assiduously to its task for some months now and the 
net effect of its efforts and accomplishments will 
contribute significantly in terms of present as well 
as future success. 

The foregoing outlines some of the more signifi¬ 
cant internal developments that have taken place 
in the final months of fiscal 1965 and to date. The 
E. J. Korvette climate must necessarily be dynamic 
to properly take advantage of the many opportuni¬ 
ties to develop sales and profits in an expanding 
economy. We are becoming more strongly en¬ 
trenched in all of the new' trading areas into which 
we have expanded in the past few years, despite 
increased competition from some of the largest 
and most seasoned retailers in the country. We look 
forward to the opportunity to further expand 
within these now-established areas, as well as in 
other regions. 















